
A meeting of the State Lands Commission was held in the office 
of the Department of Finance, State Capitol, Sacramento„ at 11 a.m., 
November 4, 1938. 

Present wret 

A. E. Stockburger, Chairman 
George J. Hatfield, Member 
Harry B. Riley, Member 

The: _Executive -Officer 'presented to the CommisSien -a report of 
Dr.- E. K. Soper, Consulting- fxsologist  and Petroleum Engineer to- the, 
Lssion with- reapect to -bids received- laxt-tutint to notice of intention 

of the,  Com .scion to offer- Agreement or Agreements to extract oil, gas 
and other hydrocarbons from. certain, tide and submerged-  lands: located 
easterly of 2.3d Street, lituitirston Beach, California. 

motion- -of 	Riley, .00,pridect -kiy-  Yr. Hatfield,-, and. una.ninicius-i 
ly -carried, At was erderectt'hat the -aaid--report .of Dr. E. K. Soper be set 
forth in, tun. in the minutes of this- meeting. The-report inlirk*ds and: 
figures is- as follewst 

ANALYSIS-  _OF BIDS RECEIVED OCTOBER- 2,1  1938 
-FM NEW WELT:, LOCATIONS- EAST OF-  VIE. FOOT 	-23RD STREET 

IN THE. HUNTINGTON BEACH- TIDELANDS  iOIL POOL 

Pursuant to the piblished-  .advertisement -for bids ter the 
drilling' Of ten.additiOwil *ale-  to -located in that portion. 
,pf -the -Huntington- teaCh- -State- fidelandt= -.Oil pool '136'4 ,eaSterly 
of the foot of -23rd Street, bids,  were _recekved_ from-  each of 
three .companies- for iocationt. designated Location 400- and Lem, 
tion- ha... No bids *ere: received 	the -remaining eight loca- 
tions- to writ= 402-  to 1.09 inclu ive, The -±taMes of the bidders 
zUld the lodation6- bid: Upon are 	fell-diver 

1. Wilshire Oil -Co., _Irk - bid upon. Locations- -WO and 
461. 

'The Terme Company - =bid upon =Locations WO-  and 101. 

3. lialoarROod, 	700, bids upon Location-4O0 (original 
_bid and A,Iternative-  hid); and- one bid npon 10-cation 401. 

The- bid: fort -s_pecifie8 that-the ea ash _the: Grantee-
shall pay-  to the State shall be according -be the-  :following formula: 

R = P _ 36.67 	x factor 
2,5 - .016667F- 

where R is the royalty rate-  in per -cent applicOle tci the 
total valUe of the production of oil -frm -each xeli during-
the month, -and 
P is-  the average- daily pros Action of the-  well, ,deterrainad 
by dividing the total pOoduction for-  the-month by the- total 
number of production -days of twenty-four hours each; 
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Per Celt-R ,y_i1ty 

-)11diCar466-4_,1210:. 

12.50 
12.50 
12.50.  
12.50 

provided however, the Ck'antee shall pay at all times a 
minimum royalty, of trelve and one.half (12i)-  per- cent upon 
such average -daily productiOn. The. -factor LL  of the above 
equation was inserted by the bidder to establiSh the oil 
royalty which the bidder shall- pay to the State. 

The bid form specified that the royalty on. _gas and _ 
natural gasoline _shall be- TayablEr to the-State of -G-alifor7-
nia at the times and in- the anner .specified for-the 
/sent .of royalty on oil and-  that thA r--,italty on all. dry gas 
and natural gasoline shall be 15% of the, market value-a.t-
,Huntington. Beach, California, of Such  dry gas and ,natUral 
-gasoline. 	- 

-In view Of the fact that the- fermi of the.a0eeMents-
impoSe ide.ntl.dal requirements Upon- all 4ripsitectilie -bidders, 

-and iii 'view of the _fact that no preibleffis are: involved- re- 
gardint truic-belY_ of -walls,  to-;be  
.evaluation 
,of-  the- numerical factors inserted: by-_tlio,*bici4or., 	the 	- 
rOyaity- foriniiii.,  

A cciipaison of the oil r6S411tlek-Ofterect:#cler- 	var..; 
ions bids i s --shorn in the font:Ow-sing tabulations_ I and ZIP  

- Tabulation .shops- the-- royalties ail':zradz.fp latir-oatity. 40Q: 
tabtlatiOn II .shows the 	s Offered for Location. 464 

COWIRISON OF 04 ROTALI7S 
OFFERED *Eft TB VARIOUS_ :Hilt 

FOR_LOCATION  406 

Average- 	Per Oetit Rdy_alito'r 	Per Cent. Rwity 
Pro- 	 of 	_ 

giactiOti 	 The 
-Barrels._ 

c) _ 	12.50 	 .12.50- 
25- 	_ _ j,2_6:0_ 	),,i,i5p. 
50: 	 -_ Ig.-.5g. 	 :1,,Z.59 

-15. _ 	12 i;5o 	 iz50 
10.79 49 	-1240*-, 
if82-.77. 	'1%,37 
Ina 	 l-ft_.10- 	 l2-,50 
125 	 2i:68 	 /3.149= 
15Ci 	 25.56 	 15•87- 
05- 	 28.73 	 17.88 
20_0- 	 31.59 	 1.9- 0 
:225- 	 35-.93' 	 21.09 
256' 	 36:00. al'140-  
275 	 31.85-  - 	 '3.55 
300, 	 39.50 	 ,2-4-45if 
325 	 10 :98: 	 :25.0_ 
30 	 42-.30, 	 2,6,32- 

2.50-
1543 
18.38 
20.71 
22071 
24.14 
25.25 
27.29 
28.8 
2§ .54 
3o .50 



27.07 
27,714 
28.37 
28.93 
29.46 
29.914 
33.29 

37.25 
38.35 
39.014 
39.51 
40.11 

40.97 

31.36 
32.15 
32.87 
33.53 
34.13 
34.69 
38.57 
40.77 
43.16 
44.44 
45.24 
45.78 
46.48 
46.94 
47.48 

• 	• 
Average 	Per Cent Royalty 	Per Cent Roygity 
Daily Pro- 	Bid of 	 Bid of 
duction in 	Wilshire Oil Co. 	The Term Co. 

Per Cent Royalty 
Bid of 
Neicar-Roodl, Inc. 

Barrels  

	

375 	 43.50 

	

400 	44.59 

	

425 	45.59 

	

450 	46.50 

	

475 	47.34 

	

SOO 	148.12 

	

750 	 53.50 

	

moo 	56.54 

	

3.500 	59.86 

	

2000- 	61.61 

	

2500 	62.74 

	

3000 	63.50 

	

WOO 	64.46 

	

5oola 	65.05 

	

750o 	65.85 

*Ifinizann ropilty of 12Y app.' -,es. 

CCUPARISON OF OIL .ROYALTIES 
OFFERED. UNDER THE VARIOUS BIDS 

FOR. LOCATION" 1P1.. 
_ . 

Average 
:Da.1:4, ,pro- 
thction in 
Barrels 

25 
So 
75 
79.10 

*82.77 
100 
125 
150 
1.75 
200 
225 
250 
275 
300 

350 
375 
4c0 
425 

Per Cent -Royalty 
Bid of 
Wilshire Oil 'Co. 

Per Cent ROyalty 
Bid of 
-The •Teria9 co. 

Per gent Royalty 
Bid of 
lic-Zoirr;Roods, Inc. 

3.2.50 
3.2.5o 
12.50 
12.50 
3.2.5a 
3.2.5o* 

1.00,..•••••••i•-•Wilotme.,;;I;Mis'.ill0. •••;•••••••••••••••;00.1011,!.. - 

32.50 
12.50 
12.50 
32.50 

4, 

12.50 
12,50 
3.2.5o 
12.50 

3.5099 12.50 12,50 
20.28 15.42 12.50 
23.84 18.13 13.60 
26.86 20.43 15.32 
29.45 22.tfh 16.80 
31.70 211.11 18.08 
33.66 25.60 19320 
35.40 26.92 20.19 
36.94 28.09 21.07 
38.32 29.14 21.85 
39.56 3o.o8 22.56 
40.68 30.93 23.20 
141.70 3141 23.78 
142.63 32.42 24031 



• 
Average 	Per Cent Royalty 	Per Cent Royalty 	Per Cent Royalty 
Daily Pro- 	Bid of 	 Bid of 	 Bid of 
duction in 	Wilshire Oil Co. 	The Ternio Co. 	MCVicar-Rood„ Inc. 
Barrels 

411•••••••••••••••••. 	 

	

450 	 43.148 	 33.07 	 24.80 

	

475 	 144.27 	 33.67 	 25.25 

	

500 	 44.99 	 34;22 	 25666 

	

750, 	 50.03 	 38.04 	 28.53 

	

1000 	 52.87 	 40,21 	 30.16 

	

1500 	 5.98 	 42-.57 	 '31.93 

	

2000 	 57.64 	* 	113.83 	 32.87 

	

2500 	 58.67 	 44.62 	 33.46 

	

3000 	 59-08 	 45.16 	 33--.87" 

	

Woo: 	 60.28 	 45.84 	 34.38' 

	

5090 	 60,83 	 '46.26 	 34.69' 

	

7500 	 61,58 	 46,83 	 35.12 

1214. 

-The royalty offered.  on dry ,gas arid: natural- gasoline_ was- the 'Sate on- 
all bids submitted,- 	15% of the market, value of all dry-- gas- pro,- _ 
-duced and 15% of the market value of -an the natural gasoline and other. 
products, extracted and-saved. from -.the- gat pirodAqed, This is equal to-
the 1"illiiiiinii- -toyaltsr on -dry _gad and, natural gitso440--'speolfied-  in the. 
agreeinentd,.. 

The;-alternate .bid.reteiviad'.from,'MOViaar--Reod, Inc., for- .1.0cation 100  
did not-follow the:-6.pecV4c4iont set up in the oil royalty 
setitect by -tie- State in, titie.,--)DiA itorrik. Ipstead_Of-inderting -a ntimiOlical- 
factor in. the royalty for ail 	required, the licliCar4tood,, inc.,- 
ternate.:-  bid on- :location 1100 contained: a. _rearaity Factor .expressed as. fol-=,  
loWsr 	5 + 110 *here_ P. -equals the', average- 444 ;production_ of the 

well. It. 	-be Open_ at, Once, -that. this: factbr ,i(cAild be variable and - 
would depend upon the average daily= production of the: well 
-vary faro _mtinth tO• month. ConseqUitntly*,, it would be impossible to 
accurately -evaluate in advance the- -royalty to be paid if .calculated by 
such_ An. indefinite formula. -For that reason the. .alternative _bid-  of 
lifoVicar,ROod,. 	,On Location--400 -- Oh0.14- -be -redatelar 77  

It is wortil.neting, however,. -that 	the average. daily prOdtction is  
assumed to be 220_ barrels per day the- '*03ralty factor" contained in t4le gp- 
Vicar-iZoO4 	alternative bid .could-  be equal, 	1.0._ if tile -ayetagE.3  
char production as "-more than Tff'barrels per-,day, the ;factor wo-uld be ledid:_ 
than 1.0.- If the-  atretage clay ly production is- less -than. 220 b#rels. per day,, 
the factor woUldte•eater than-1.0.. fn Other -*ore's, under this royalty 
fortula, the -bidder wool - pay -prof essively lower royalties for progressive-
ly -higher rated,  of' production, anti progressively 'higher royalties for pro-
gi'eddively lower' rated of production, until the' Min** royalty-,of 121 per 
cent, would-_-apply--. 
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• • 
A comparison, of the oil royalties offered under the 

various kids contained in the foregoing tables clearly 
Shaft that the bids of the Wilshire Oil Company for both 
locations are .considerably higher than any others received. 

(SICIED) E. K. SOPER 
E. K. Soper 

November 1, 1938. 	-Consulting Osologist and Eng.iineer, 

-Mr. .Hatfield pit. the following resolution: 

Pars Sant to notice of intention =of the. State Lands C-ominission-
_to enter into agreement ,or‘ 4.-kritements-tor-  the -extraction of oil, "gas' -and 
Other_ hydrocarbons„ frOm dertain.tidelaildS.andSulZherged lands of the,  

• 4+,48 si beta in Orange':.COUntyi. California, identitied.ht:LodationSi_ 
- '00's  --I-04 '04 ',40,-1104i, 	 '149* 

an.ce.-704:1**4 bidt were received'. from i.1ahire '011 •P*pany, - Inc., -a car= 
.potation,- The Terko -Company, corpOration„ and'lioVicar.Rood, a -corVOra - 
tion,,*hiokj:443--were 'opened at e*deting..or the .State- Lande_•goissistion 
held -00tober 	*A-oOta-,-)614, *ate - 141.44.tizi, "Los Angeles*. 	appears= 
that" 	bide:Of-  Wilshire. 'Oil ,c_otipanyi. Inc., -4; -Corporationi tor Tiooko,,oliez-_, 
Was. 400-_-atd I0l=ate the highest -bide reiceiired :by the, Commission, and it 	- 

- further aprears- that:SaidiTilshAre 	'60aporl: Inc., a cOrpOratiOni has,  
the qualifications set -,:fOrt,h•lw•th0: 6,4tate Lands-  Act of 1938,,!!'- 	104 ',Metz  

-the re$4.**eitts: of the ".State lands'-:Act .of 1938"  anct-said notice of - 
this_ 	 ,the- 

ihe-,AttOrney IllfieraI. as t_0- form,: ,and 	further ,appears-  that. 
-the 'bide-of The -TerMo to443672. -4 --corporaitiOt4.,a4d, -IkciTidar4oOd,. a -cor,p(ttra---!. 
:am - are .lower= than the .bide- received' .,from said 
Inc.,._ ,oOrppicl'aticiT4 	the_ _respective 	 , •  

- NOOr THEREFORE-  *It: =RESOLVED `That-the bids: --of-"Wilshire_ 'Oil 
Coopeily, inc:; a corporation,:  be..accepted 	 for Said Locations. 

-- NOS., 'boa and 	.and 

' _BE IT--EURTREit 'RESOLVED 	t the bids .of licVicar,,Rood 	ootpor,=.. 
and- Th0. •_TerMo-:PIM4pany, :corparatiOn, as- -Subtitted,- be, and the- 

sa*,  _are, hereby rejected, and. 	- 

E IT ,FIIRTHER gsppLyErb--That the Attorney Of the Dilticion Of 
.Mate ,LandCbp,„ and he--1S hereby, -authorized, empotilered and directed to 
!eic;40.1,1+..e *ion. 	of the 'Ptata- Laii.d0;`OomMissiori with Wilshire 6i). sponipaiiyi 
Inc.,COrporatiOni those certain Agreements for $a6SmeAbs 	1400 and 

Huntington Beach,_ -constituting"-the bids of said Wilshire- Oil Ompany, 
-Corporation, -arti- 

E 	-"RESOLVED 'That the' Attorney be, .04 he is. biirehy 
authOrited,- enipCiiered and directed, to do art?... and all things necessary tO• 
effectuate-the intents -and purposes of this resolutiOn artd the-  !I-State 
Lands Act of 1938" 	so. far as -applicable thereto. 	- 
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• 
The 3oll was called and- the resolution was adoptAd by the following vote: 

,.Ayes - George J. Hatfield, 
Harry B. Riley 
Arlin E. Stockburger 

Noes - None 

Upon motion .Of lir. Hatfield, seconded by _Mr. Riley, and unani.= 
meusly-  carried, -it was ordered that application to abandon wells described_ 
in Agreements-  for Easements 2914 and 3014 Huntington Beah,  be apircived 
upon-condition that the,  .respective- Rraiitees. thereof -surrender easements 
-and 'quitclaim- to the -State -of California- 	the areas -covered_ thereby., 

Mr. 'Hatfield put resolution-  as follovist 

IT RE,SOLliSij That the, Attorney _of the Division 1:4 State. Ltndi  
bet_ and be i3 _hereby,, :empowered, authorized-  'and _tlirectg-14,:__ to -enter into. Al-tr._ 
agreement _between the- State- .or: California and -the Pacific. Electric Railway 
Company, - corporation, the Huntington 'Beach_ Cempanyx  a corporatien,. 

Elect@o- ;and Co aterlr, a corptiration, and tStandardi Oil CORI** -of --Cali., 
fornia, a c Orperatien„ tic, --establish.:ordinary high' water -marltirhich-si-41: be 
in accordance :with that- certain -  line _comMonl, :known- as-  the 'Reeds. 
Within the. 'City of _Hunt#gton. Beach,. 	 connection_ 	Agree- 
-tent rcr ?ageeMent.-No-..,. j9?, -Tin/104100n Beach, Agreetent_ for Easement INo. 

Hpritim#00, Pc=74-6,-,_ and -4.-gree*Int _for Easement 110,;_ 	Huntington: Beach. 

The-  r all 	 and • the resolgti on'._was adopt!ed_ by this_following;  vote:  

4ye0 lorge J. Hatfield 
Harry:14. 

- Arlih B. _Sted).(btrger 

Noes- " None 

Upon. Motiezi. of 'lir. Hatfield, seconded 	lir. 	unanimous- 
ly carried, the: 'Ekeentive :Cinder-WAS autherited, empowered,  and directed,: to 

(-a)- .sue.  approval of the -COmMiatien-'to the i'.-tY7 ,of Seal 130.ch to-
-construct- it mitnidipaI -pier over tidelands. and SUbtherged.lands 
'within:-the exterior 'boundarieS,  of said city, the application 
of the City of Seal -Beach hatfing-heen _rgrantedi*-  courfty of 
Orange. pursuant to Section /00.X .of the -Harbors and Navigation. 
;Code: 

(h) Prepare.  lease for execution by the Governor to A. ,Dowreli."-o 
under Chapter 091  Statutes of 1929, covering certain premises 
near Vallejo in Selene County, State- of California, more pat.te 
tioulaay described As f91.1crff60  t6 wit  

An area Of-  submerged land in Carquinez Strait approximately 
200 feet in length and 25 feet in width, the most westerly 
corner of which is S.. 145D B., 525 ft. from a point on Dike -No. 
94  350 ft. Shoreward of the bulkhead area on which the 
qarquinez Strait Light Hbuiate is situated, 
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for a- term of ten years -and: at _an annual rental of $120400; 

(c)' To issue- to E. A. Dunn, -a State, mineral prospecting parmit 
to progpect -for molybdenum, tungsten, _gold and silver, on the 
MO -of NE of Section 36, T. 30 S., R. 35- 	 Kern 
-GOUnty, 	the, t 	.prefete4tial 	discovery- of 
cOmierciaily valuable Mineral -at 1.9% of the. value t-hersOft 

(d)n To issue to 	M. -Zarinarits 4 State _xoineral prospecting 
permit to prospect for copperi,._:gold :and silver,-' on the Nva: of 
.Syii of -Section; 30i 74.,, 7.1 	 'S.1,1(,,, San BernardinO 
-qOUnty„. California, with the- right_ to. preferential lease: -,upon 
discovery Of _commercially valuable. _piineral at it* of the. 4value: 
thereof; 

certifidate ,Of :the 'POriaidaSiOn'tathe!:.,--Gov-etnOt-fte-2 
lete4ttiOn--„or patent t6..clottie- `bier 	 of sec. 11 :- 
T.: 	 . 

TO-tertify and,  'appi0..v0 	 bririOg:  days t -Arthur  
"?narking_ d4y0-  to J. :4‘, 

There tieing 	.fur-the .business to, ome-befpre• the OommiSSiOnl, 
the Meeting: -was adjourned.- 

- 
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